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CHAPTER I 



INTRODUCTION 

Congress, the President, the Postmaster General, and much of 
the American public are currently choosing sides in a debate that may 
radically alter the course of the U.S. Post Office. Concern is 
prompted primarily by the size of the annual Post Office deficit and 
the reasons behind it. 

Many feel that the best answer to Post Office problems lies in 
reorganization in the form of a government corporation. It is this 
basic question of reorganization that will be the major concern of this 
presentation. This issue will be examined from two directions. The 
bulk of the study will contrast the corporate form of organization with 
the present Cabinet level structure. Postal history, a recent report 
on Post Office organization, and current proposed legislation will be 
examined. Attention will then be shifted to a brief consideration of 
a privately operated Post Office. My intent in approaching the ques- 
tion from this second direction is not to conclusively establish the 
desirability of either public or private operation, but rather to 
suggest that such a question does exist, to prompt additional research 
into this area, and to suggest some possibilities for the future. 

In pursuing the basic question of reorganization, the follow- 
ing additional issues will be examined: 
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1. How efficiently is the Post Office now being operated? 

2. Is the Post Office essentially a business enterprise, a 
public service, or some combination of the two? 

3. What is the nature of the postal deficit? 

4. Should the deficit be financed through the general income 
tax structure or should steps be taken to remove the 
deficit and make the postal service self-sustaining? 

In investigating these issues the focus will be on a broad view 
of management problems rather than a detailed examination of any par- 
ticular problem. To this end, statistics will be used only inasmuch as 
they help to support the point being made. 

Chapter II traces postal history from its inception to the mid- 
sixties and shows the development of a proud and dedicated service. 

Also shown, however, is an almost continuous concern with operating and 
financial problems. 

Chapter III begins with a look at the Post Office as seen by 
former Postmaster General Lawrence F. O'Brien. It ends with the view 
of the President's Commission on Postal Organization. The two views 
are directly linked. O'Brien was the first to publicly suggest reor- 
ganization in a corporate structure. President Johnson established 
the Commission as a result of that suggestion and charged it with 
investigating organizational forms best suited to improving Post Office 
opera tions . 

Chapter IV examines some of the legislative proposals that have 
arisen as a result of the findings and recommendations of the Presi- 
dent's Commission. The treatment centers on the two bills presently 
being debated in the House of P^epresenta tives--H.R. 4, which proposes 
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reform within the present Cabinet structure, and II. R. 11750, which 
supports the corporation concept. 

Chapter V switches to a brief consideration of private opera- 
tion. As noted earlier, no attempt is made to justify either private 
or public operation. Instead, the question is submitted for further 
investigation. The chapter highlights some aspects of postal service 
in which the private sector seems eager to compete. 

Chapter VI returns to a consideration of the basic research 
question and of the underlying issues relating to it. Again the dual 
approach to the basic question is used. Conclusions relative to the 
corporation versus cabinet question are well supported by previous 
chapters. The conclusion on the public versus private issue is neither 
well defined nor well supported. Nevertheless, it is included because 
I feel it is a point that must be considered and on which additional 
research is certainly warranted. 



CHAPTER II 



POSTAL HISTORY 

Founding and Original Purpose 

The history of postal service logically dates to the develop- 
ment of the art of writing. Quite naturally, once man had learned to 
write, he wished to communicate his writings to others. Except in the 
case of his family and closest neighbors this desire entailed a delivery 
service. As the Greek, Persian and Roman empires developed, the postal 
mode \<ras the only means of long distance communications available. As 
such, it played an essential part in the political and military well- 
being of these nations. In the Middle Ages rapidly expanding commerce 
and learning made communications vital. Again postal service was the 
only method available. 

* 

The transition from the individual communications mentioned 
above to the concept of carrying mail from several senders to several 
receivers appears to have first arisen in thirteenth century France 
where it was run by merchant associations in cooperation with the 
State. ^ This service spread quickly throughout Europe and over the 
next few centuries all European countries established similar systems. 

It was from the English system thus formed that the U.S. mail service 
was started. 

^ -Report of the Presidents Commission on Postal Organization , 
Frederick R. Kappel, chairman (Washington, D.C.: Government Printing 

Office, 1968), Annex III, Sec. 1.2, p. 1.7. 
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The English system had been nationalized in the late sixteenth 
century to protect English political and commercial interests. It 
became a monopoly in the early seventeenth century to protect what had 
become a money making enterprise for the Crown. Little attempt was 
made to set up a postal system in the American colonies probably because 
such a venture was viewed as a sure loss. After the colonies had estab- 
lished systems of their own, however, England seized them and estab- 

« 

lished a colonial postal monopoly in 1692. This was not so much an 
attempt to increase revenue as it was to retain political control of 
the colonies. This system expanded rather slowly and uneconomically 
until 1753 when Benjamin Franklin and William Hunter were appointed 
Joint Deputy Postmasters for North America.^ 

Franklin introduced several innovations and efficiencies which 
put postal service on a much more effective and reliable footing. Even 
under Franklin, hox^ever, the system was not immune to criticism from 
the colonists. Perhaps its major weakness was that it was British at 
a time when anything x^ith that label was unpopular. Another major 
complaint came from nex^spapermen . Under the British system the local 
postmaster was usually the editor of one of the local nex^spapers . This 
arrangement inevitably led to preferential treatment of that nex^spaper 
over all others. This situation reached the point that it took less 
than six months for William Goddard (a prominent nex^spaperman) to gain 
acceptance and set up a reliable independent colonial system which 
stretched from Casco Bay in Maine to Williamsburg, Virginia. This 

• ^Ibid . , p . 1.8. 

^Ward L. Miner, William Goddard, Newspaperman (Durham, North 
Carolina: Duke University Press, 1962), pp. 111-136. 
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service was in effect more than six months before the Declaration of 
Independence and no doubt carried a good deal of correspondence vital 
to the formulation of that document. 

In July of 1775 the Continental Congress took over both the 
British and the colonial systems and appointed Franklin (who had lost 
his British position because he sided with the colonists) as the first 
Postmaster General. Ratification of the Constitution in 1789 provided 
in Article 1, Section 8 that: 

The Legislature of the United States shall have the power . . 

. to regulate commerce with foreign nations and among the 
several states . . . (and) to establish post offices and 

post-roads . 

Although the postal organization remained essentially unchanged under 
the Constitution this choice of words is noteworthy. It appears that 
the Constitutional Convention viewed the Post Office as an adjunct to 
commerce. Its original placement in the Treasury Department further 
supports the view that the Convention was primarily interested in an 
efficient revenue producing organization. 

Pre-1900 Years 

The first fifty years of its existence (1790-1840) saw tremen- 
dous growth in the Post Office. The number of post offices increased 
from 75 to 13,468; the miles of post-roads grew from 1,875 to 155,739; 
and receipts rose from $37,935 to $4, 539, 265. ^ Much of this growth is 
directly attributable to the energies and resourcefulness of the first 
Postmaster General, Samuel Osgood, and his able successor, Timothy 
Pickering. Osgood identified and tried to correct such problems as 

• ^Presiden t T s Commission , Annex III, Sec. 1.2, p. 1.11. 
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inadequate rate structure for various types of mail, competition by 
various stage drivers and private postriders, political patronage in 
appointing postmasters, and loss of revenue under the existing system 
which had the receiver of the letter liable for postage. In this last 
area he estimated about 50 per cent of the revenue was lost either 
through refusal of the letter by the intended recipient or by pocket- 
ing of the money by the carriers. His foresight in these areas even- 
tually led to legislative establishment of the Post Office monopoly 
(on most mail) and the abolishment of the C.O.D. system in favor of 
pre-paid postage stamps (1847). Unfortunately, political patronage 
and a questionable rate structure plague the system to some extent 
even today . 

By 1814 Postmaster General Gideon Granger (1801-1814) had 
turned the Post Office into the largest single business operation in 
the United States His administration was so efficient in turning a 
profit that President Jefferson seriously considered earmarking the 
"postal profits" as a means of paying off the national debt! 

The first half of the nineteenth century saw such developments 
as severance from Treasury and establishment of a separate Cabinet 
position for the Postmaster General (1829) , declaring canals (1836) 
and railroads (1838) as official "post- roads ," and transcontinental 
mail (1848). The picture was not all rosy however. During the early 
1830 ! s Postmaster General William T. Barry managed to run the system 
into financial distress. Contractors were not being paid and the Post 

■^Arthur E. Summerfield, U . S . Mail (New York: Holt, Pvinehart 

and Winston, 1960), p. 39. 



